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GOODRICHBARONGOODYEAR LLP
Certified Public Accountants

INDEPENDENT AUDITORS REPORT

The Board of Directors

ConAm Securities Inc

San Diego California

We have audited the statement of financial condition of ConAm Securities Inc as of December 31 2011

and the related statements of income loss changes in stockholders equity and cash flows for the year then

ended that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 These financial

statements are the responsibility of the Companys management Our responsibility is to express an opinion on

these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes examining on test basis

evidence supporting the amounts and disclosures in the financial statements An audit also includes assessing the

accounting principles used and significant estimates made by management as well as evaluating the overall

financial statement presentation We believe that our audit provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of ConAm Securities Inc as of December 31 2011 and the results of its operations and its cash flows for

the year then ended in conformity with accounting principles generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The information contained on pages 9-11 is presented purposes of additional analysis and is not required

part of the basic financial statements but is supplementary information required by Rule 17a-5 of the Securities

Exchange Act of 1934 Such information has been subjected to the auditing procedures applied in the audit of the

basic financial statements and in our opinion is fairly stated in all material respects in relation to the basic financial

statements taken as whole

Long Beach California

January 24 2012



ConAm Securities Inc

Wholly Owned Subsidiary of Continental American Properties Ltd
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

ASSETS

Cash in bank 26102

Prepaid expenses 2415

Deferred tax assets Note 4100

Total assets 32.617

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts payable and accrued expenses 8.003

Total liabilities 8003

Stockholders equity

Common stock no par value per share authorized

1000 shares issued and outstanding 75 shares 7500

Additional paid-in capital 7500

Retained earnings 9.614

Total stockholders equity
24.614

Total liabilities and stockholders equity 32.617

The accompanying notes are an integral part of these financial statements



ConAm Securities Inc

Wholly Owned Subsidiary of Continental American Properties Ltd
STATEMENT OF INCOME LOSS

YEAR ENDED December31 2011

Revenues
Administration fees Note 30000

Interest income

Total revenues 30007

Operating expenses Note

Salary reimbursement to parent 4200

Professional fees 21095

Licenses and regulatory fees 2988

Fidelity bond 486

Other administrative 739

Total expenses 29508

Income before income taxes 499

Income taxes Note 2001

Net income loss 1.502

The accompanying notes are an integral part of these financial statements



ConAm Securities Inc

Wholly Owned Subsidiary of Continental American Properties Ltd
STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

YEAR ENDED DECEMBER 31 2011

Additional

Common Paid-In Retained

Stock Capital Earnings Total

Balanceatbeginningofyear 7500 7500 11116 26116

Net income loss for the year ended

December31 2011 1.502 1.502

Balance at end of year 7.500 7.500 9.614 24614

The accompanying notes are an integral part of these financial statements



ConAm Securities Inc

Wholly Owned Subsidiary of Continental American Properties Ltd
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31 2011

Cash flows from operating activities

Net income loss 1502
Adjustments to reconcile net loss to net cash used for operating activities

Increase in prepaid expenses 83
Increase in accounts payable 103

Total adjustments 20

Net cash flows used for operating activities 1482

Cash flows from investing activities

Cash flows from financing activities

Net decrease in cash 1482

Cash at beginning of year 27.584

Cash at end of year 26.102

SUPPLEMENTAL CASH INFORMATION

Cash payments for

Income taxes 1898

Interest expense

The accompanying notes are an integral part of these financial statements



ConAm Securities Inc

Wholly Owned Subsidiary of Continental American Properties Ltd
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

The Company is registered broker-dealer incorporated under the laws of the State of California

maintaining its main office in San Diego California The Company is subject to minimum net capital

requirement of $5000 pursuant to SEC Rule 5c3-1 The Company operates pursuant to the k2i
exemptive provision of SEC Rule 5c3-3 and does not hold customer funds or securities Therefore the

Company is exempt from the computation for the determination of reserve requirements pursuant to Rule

15c3-3 as well as the disclosure of information relating to possession and control requirements pursuant to

Rule 15c3-3 The Companys operations are primarily funded by administration fees received from its

parent company Continental American Properties Ltd The Firm is unique in that it only conducts

securities business in marketing offerings consisting of Direct Participation Programs for its parent

Continental American Properties Ltd

Method of Accounting

The Company maintains its books and records on the accrual basis of accounting in accordance with U.S

generally accepted accounting principles

Revenue Recognition

The Company recognizes administration fees as revenue as the related services are rendered

Cash Equivalents

For purposes of the statement of cash flows the Company considers all highly liquid debt instruments

purchased with maturity of three months or less to be cash equivalents

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires

the use of managements estimates Actual results could differ from those estimates and such differences

could be material

SIPC

The SIPC assessment has been determined fairly in accordance with applicable instructions and was

remitted timely



ConAm Securities Inc

Wholly Owned Subsidiary of Continental American Properties Ltd
NOTES TO FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2011

PROVISION FOR INCOME TAXES

The provision for income taxes consists of the following

Federal Various States Total

Current 2001 2001

Deferred

Total 2001 2.001

As required by the Income Taxes Topic of Financial Accounting Standards Board Accounting

Standards Codification deferred taxes are accounted for using an asset and liability approach in

recognizing timing differences This approach requires the recognition of deferred tax liabilities and assets

for the expected future tax consequences of such timing differences Timing differences include the use of

the cash basis for tax purposes and accrual basis for accounting purposes and the recognition of net

operating loss carryforwards Those differences result primarily from the benefit of loss carryforwards the

cash basis for reporting income expenses and state taxes for tax purposes Deferred tax assets and

liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which

those temporary differences are expected to be recovered or settled The effect on deferred tax assets and

liabilities of change in tax rates is recognized in the period that includes the enactment date

The Company has available at December 31 2011 approximately $19000 and $35000 of loss carry

forwards for Federal and California purposes respectively expiring through 2030

Deferred tax assets at December 31 2011 are

Deferred tax asset 7100

Less valuation allowance 3.000

Net deferred tax asset 4.100

The valuation allowance increased by $100 during the year ended December 31 2011

RELATED PARTY TRANSACTIONS

During 2011 the Company earned $30000 in administration fees from its parent and recorded $4939 of

expenses reimbursed to the parent by the Company

SUBSEQUENT EVENTS

Management has evaluated subsequent events and transactions occurring after year-end through the date

that the financial statements were available for issuance which was January 24 2012 No transactions or

events were found that were material enough to require recognition in the financial statements



ConAm Securities Inc

Wholly Owned Subsidiary of Continental American Properties Ltd
NOTES TO FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2011

NET CAPITAL

The Company is subject to $5000 minimum capital requirement pursuant to SEC Rule 15c3-1 which

requires that the ratio of aggregate indebtedness to net capital shall not exceed 15 to Net capital and the

related net capital ratio fluctuate on daily basis however as of December 31 2011 the net capital was

$18099 which exceeded the required minimum capital by $13099 The aggregate indebtedness to net

capital ratio was .44 to



ConAm Securities Inc

Wholly Owned Subsidiary of Continental American Properties Ltd
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 5c3-1

DECEMBER 31 2011

Total equity from statement of financial condition 24614

Less non-allowable assets

Prepaid expenses 2415

Deferred tax assets 4.100 6.515

Net capital
18.099

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required

6-2/3 of aggregate indebtedness 534

Minimum dollar net capital required
5.000

Net capital requirement greater of above two figures 5.000

Excess net capital
13.099

COMPUTATION OF RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

Total aggregate indebtedness 8.003

Ratio of aggregate indebtedness to net capital
.44 to

Percentage of debt to debt-equity total computed in

in accordance with Rule 15c3-1 N/A

The computation of net capital as reported in the unaudited Part IIA filing agrees with the audited net capital above



ConAm Securities Inc

Wholly Owned Subsidiary of Continental American Properties Ltd
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

PURSUANT TO RULE 15c3-3

DECEMBER 31 2011

Not Applicable The Company is exempt pursuant to the k2i exemptive provision of SEC Rule 15c3-3 and

does not hold customer funds or securities
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ConAm Securities Inc

Wholly Owned Subsidiary of Continental American Properties Ltd
INFORMATION RELATING TO THE POSSESSION

OR CONTROL REQUIREMENTS PURSUANT TO RULE 15c3-3

DECEMBER 31 2011

Not Applicable The Company is exempt pursuant to the k2i exemptive provision of SEC Rule 5c3-3 and

does not hold customer funds or securities
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GOODRICHBARONGOODYEAR LLP
Certified Public Accountants

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5q1

FOR BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15c3-3

The Board of Directors

ConAm Securities Inc

San Diego California

In planning and performing our audit of the financial statements of ConAm Securities Inc wholly owned

subsidiary of Continental American Properties Ltd the Company as of and for the year ended December 31

2011 in accordance with auditing standards generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control as basis for designing our auditing procedures

for the purpose of expressing our opinion on the financial statements but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control activities for

safeguarding securities This study included tests of such practices and procedures that we considered relevant to

the objectives stated in Rule 17a-5g in making the periodic computations of aggregate indebtedness or aggregate

debits and net capital under Rule 17a-3a11 and for determining compliance with the exemptive provisions of

Rule 15c3-3 Because the Company does not carry securities accounts for customers or perform custodial

functions relating to customer securities we did not review the practices and procedures followed by the Company

in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation

of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates and

judgments by management are required to assess the expected benefits and related costs of controls and of the

practices and procedures referred to in the preceding paragraph and to assess whether those practices and

procedures can be expected to achieve the SECs previously mentioned objectives Two of the objectives of

internal control and the practices and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibility are safeguarded against loss from unauthorized

use or disposition and that transactions are executed in accordance with managements authorization and recorded

properly to permit the preparation
of financial statements in conformity with generally accepted accounting

principles Rule 17a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above error

or fraud may occur and not be detected Also projection of any evaluation of them to future periods is subject to the

risk that they may become inadequate because of changes in conditions or that the effectiveness of their design and

operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow management

or employees in the normal course of performing their assigned functions to prevent or detect and correct

misstatements on timely basis significant deficiency is deficiency or combination of deficiencies in internal

control that is less severe than material weakness yet important enough to merit attention by those charged with

governance
12



material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be prevented or

detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material weaknesses

We did not identify any deficiencies in internal control and control activities for safeguarding securities that we

consider to be material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not accomplish

such objectives in all material respects indicate material inadequacy for such purposes Based on this

understanding and on our study we believe that the Companys practices and procedures as described in the

second paragraph of this report were adequate at December 31 2011 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the SEC
and other regulatory agencies that rely on Rule 7a-5g under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers and is not intended to be and should not be used by anyone other than

these specified parties

Long Beach California

January 24 2012
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